
STOP 



Early Journal Content on JSTOR, Free to Anyone in the World 

This article is one of nearly 500,000 scholarly works digitized and made freely available to everyone in 
the world by JSTOR. 

Known as the Early Journal Content, this set of works include research articles, news, letters, and other 
writings published in more than 200 of the oldest leading academic journals. The works date from the 
mid-seventeenth to the early twentieth centuries. 

We encourage people to read and share the Early Journal Content openly and to tell others that this 
resource exists. People may post this content online or redistribute in any way for non-commercial 
purposes. 

Read more about Early Journal Content at http://about.jstor.org/participate-jstor/individuals/early- 
journal-content . 



JSTOR is a digital library of academic journals, books, and primary source objects. JSTOR helps people 
discover, use, and build upon a wide range of content through a powerful research and teaching 
platform, and preserves this content for future generations. JSTOR is part of ITHAKA, a not-for-profit 
organization that also includes Ithaka S+R and Portico. For more information about JSTOR, please 
contact support@jstor.org. 



THE CONVENTION OF 1907 BETWEEN THE UNITED STATES 
AND THE DOMINICAN REPUBLIC 

On February 15, 1905, the president of the United States transmitted 
to the senate, with an accompanying message, the protocol of an agree- 
ment, signed eleven days earlier, between the United States and the 
Dominican Republic, providing for the collection and disbursement by 
the United States of the customs revenues of the Dominican Republic. 
On February 25, 1907, a little more than two years later, the senate 
ratified an independent convention between the United States and the 
Dominican Republic, signed at Santo Domingo City by the plenipoten- 
tiaries on the 8th inst. preceding, providing for the assistance of the 
United States in the collection and application of the customs revenues 
of the Dominican Republic. At this time of writing the new convention 
awaits only the approval of the Dominican congress to become opera- 
tive. 

Distinct in authorship and notably different in content, this second 
instrument nevertheless represents a rational solution of the difficulties 
— as modified by the progress of two years — which occasioned the first 
agreement. This will appear from a brief review of the conditions 
obtaining in the Dominican Republic two years ago and of the provi- 
sions of the original protocol, considered in the light of the working of 
the interim arrangement and of the important features of the new 
convention. 

The recent history of San Domingo may be conveniently dated from 
the energetic movement to effect its annexation to the United States, in 
1869-1870. The amazing political experiences of the republic in the 
thirty-five years which succeeded the annexation movement can only 
be described as a miserable sequence of revolution and anarchy, inter- 
rupted by ruthless and blood-stained dictatorships. From 1871 to 
1882, Cabral, Baez, Gonzales and Luperon alternated in control, their 
struggles being marked by uprising, ravage and bloodshed, and termin- 
ating invariably in social demoralization and economic ruin. It was 
during this decade that the most vicious rules of the game of revolution 
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as it is played in San Domingo won acceptance. In 1882, Ulises Heur- 
eaux came to the fore in Dominican politics, and the next seventeen 
years form the story of his uncontrolled dominance. For a time his 
creatures were installed in the presidency to preserve a semblance of 
constitutional form, but throughout he was absolute dictator. Heur- 
eaux's rule was not even a benevolent despotism. Brutal cruelty, 
insatiable greed, moral degeneracy, were the man's personal character- 
istics, and they shaped his political conduct and his administrative 
activity. If San Domingo was at peace during Heureaux's time, it 
was the peace of a merciless terrorism, not the quiet of civil govern- 
ment. 

A seeming well-being prevailed, but it was attained by bartering 
the resources of the country in prodigal concessions, and by discounting 
the future in reckless debt accumulation. With Heureaux's assassina- 
tion in 1899 came the deluge and the next five years constitute a climax 
even in the history of Latin-American politics. Figuereo, Vasquez, 
Jimenez, Vasquez again, Wossy Gil, and Morales successively occupied 
the presidential chair, each attaining it by much the same means and 
holding it by as uncertain tenure. The ordinary crimes of the political 
decalogue became commonplace. The country was laid waste, the 
people crushed to hopelessness, the treasury left to stew in utter bank- 
ruptcy, and a host of creditors, foreign and domestic, after tightening 
their hold upon the future became more and more insistent in the 
present. In January-February, 1905, in face of the imminent likeli- 
hood of domestic convulsion and foreign intervention, the protocol of 
an agreement was concluded between the Dominican Republic and the 
United States, and this was made effective by a decree of the Domini- 
can executive of March 31, 1905. 

The protocol recited in preamble form that the Dominican govern- 
ment was menaced by intervention on the part of nations whose citi- 
zens held claims which it was unable to satisfy, and that the republic 
both desired to reach an agreement with its creditors and to assure for 
itself the regular receipt of revenues for internal administration, with- 
out interruption either by foreign creditors or by political disturbances ; 
moreover that the United States, in compliance with the request of the 
Dominican government, was disposed to lend its assistance toward 
effecting a satisfactory settlement with all the creditors. 
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The agreement then set forth that 

the United States government agrees to attempt the adjustment of all 
the obligations of the Dominican government, foreign as well as domes- 
tic; the adjustment of the payment and of the conditions of amortiza- 
tion, the consideration of conflicting and unreasonable claims, and the 
determination of the validity and amount of all pending claims. If, in 
order to reach such adjustment, it shall be considered necessary to 
name one or more commissions, the Dominican government shall be 
represented on said commissions. 

In pursuance thereof, the United States agreed to assume control of 
the Dominican customs houses, to name the employees necessary to 
their management and to collect and take charge of all customs house 
receipts. Of the revenues so collected, the United States undertook to 
deliver to the Dominican Republic, in weekly installments, not less 
than 45 per cent for the support of the government, and to apply the 
other 55 per cent, after the payment of the employees of all the cus- 
toms houses, toward the interest and amortization of the Dominican 
debt, foreign and domestic, accordingly as it should be fixed and 
liquidated. 

The whole surplus remaining at the end of each fiscal year was either 
to be delivered to the Dominican Republic or to be devoted to the pay- 
ment of its debts, as the republic should determine. No reduction was 
to be made by the republic in its existing tariff except in agreement 
with the president of the United States as long as the whole of the debt 
"of which the government of the United States takes charge" should 
not have been completely paid. Provision was also made that 

the government of the United States at the request of the Dominican 
Republic shall grant the latter such other assistance as the former may 
deem proper to restore the credit, preserve the order, increase the effi- 
ciency of the civil administration and advance the material progress and 
welfare of the Dominican Republic. 

The agreement was to take effect after its approval by the United 
States senate and the congress of the Dominican Republic, and was 
to continue in force during the time required for the amortization of 
the debt. 

It will thus appear that the United States engaged, by this instru- 
ment, to do three things: (1) to adjust the Dominican debt, foreign and 
domestic, and to determine the validity and amount of all pending 
claims; (2) to administer the Dominican customs houses and to deliver 
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45 per cent of the receipts to the Dominican government, apply- 
ing the net remainder to the interest upon and the amortization of the 
debts and claims so adjusted ; and (3) to afford the Dominican Repub- 
lic such further assistance as it might require to preserve orderly and 
efficient government. 

The agreement was considered at length by the committee on foreign 
relations of the United States senate, and was reported favorably in 
amended form. Much opposition, however, developed against the 
measure, and the senate adjourned on March 18, 1905, without final 
action thereon. 

In this juncture, in view of the certainty of domestic irruption and 
the likelihood of foreign intervention in San Domingo, the United 
States acceded to the proposal of the Dominican Republic for an 
interim arrangement. This arrangement provided for the collection 
of customs revenues by a person nominated by the president of the 
United States and commissioned by the Dominican government, and 
for the segregation of 55 per cent of the proceeds in a depositary desig- 
nated by the president of the United States to be ultimately applied to 
the discharge of the debt. On April 1, 1905, this temporary arrange- 
ment went into effect and has since remained in actual operation. 

The working of the interim arrangement was attended with com- 
plete success. From April 1, 1905, the Dominican Republic enjoyed a 
civil calm and an economic well-being such as it had not known for 
two generations. Insurrections ceased and uprisings became obsolete, 
simply because customs receipts were no longer available as loot. The 
small peasant proprietor, or squatter farmer, was allowed to gather his 
crop and to retain what he had realized from the sale of the surplus. 
Public officials received their salaries regularly, and current accounts 
were discharged promptly. Interior trade revived, and New York 
steamers brought increasing shipments into the country. Smuggling 
was eliminated as a demoralizing element in the commerce of the coun- 
try ; local merchants were protected against the fraudulent preferment 
of their rivals at the customs houses, and importers were encouraged to 
contract larger credit accounts. A new spirit spread abroad, halting 
only at the uncertainty of the future, to take shape in splendid prosperity. 

This change was reflected in an astonishing growth of the customs 
receipts of the republic for 1906 as compared with those of preceding 
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years. The gross receipts of the Dominican customs houses for 1906 
were $3,191,916.59 as against $2,223,324.51 in 1905, and $1,852,209.54 
in 1904 — indicating for 1906 an increase of 44 per cent over 1905 and 
72 per cent over 1904, while the receipts for 1903 were but $1,037,119.53 
or less than one-third of those of the year just closed. The percent- 
age rate of expense for collection was so much less than under the old 
conditions as to prevent any useful comparison, and was actually lower 
than that of the average cost of collection in the United States or any of 
its island possessions. 

The partition of these receipts in the manner set forth in the interim 
arrangement enabled the Dominican Republic as never before to meet 
every budgetary payment, to accumulate a surplus for current expen- 
ditures and to segregate a large fund for the ultimate payment of the 
debt. On January 1, 1907, the creditors "trust fund" so set apart in 
the designated depositary, the National City Bank, of New York City, 
aggregated $2,317,607.40. 

With the lapse of time and the satisfactory working of the interim 
arrangement, there seemed reason for believing that much of the oppo- 
sition to the original agreement on the part of the United States senate 
was due to the large responsibilities therein imposed upon the United 
States. It was thought that much of this opposition would disappear 
if, instead of the United States both adjusting the debt and collecting 
the customs for the payment thereof, the Dominican Republic should 
itself arrive at a voluntary agreement with all recognized debtors and 
claimants, and the United States merely undertook to administer the 
customs for the service of the debt as adjusted. 

Assured of the good offices of the United States in such an endeavor, 
the president of the Dominican Republic appointed Sefior Federico 
Velazquez, minister of finance and commerce, as special commissioner 
for the adjustment of the financial difficulties of the republic. Sefior 
Velazquez came to the United States in the latter part of June, 1906, 
and remained here, busily engaged, for the two months succeeding. 
The result of his labors were three conditional engagements, in har- 
mony with the plan proposed : 

(1) An agreement with Kuhn, Loeb & Co., of New York City, for 
the issue and sale, at 96, of bonds of the Dominican Republic to the 
amount of $20,000,000, bearing 5 per cent interest payable in fifty 
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years, and redeemable after ten years at 102J, and requiring payment 
of at least 1 per cent per annum for amortization. The proceeds of the 
bonds, together with the funds segregated for the benefit of creditors 
under the interim arrangement were to be applied first to the payment 
of the debts and claims as adjusted, second to the extension of certain 
burdensome concessions and monopolies, and, third, to the construc- 
tion, under proper restrictions, of railroads, bridges and other public 
improvements. All of the above was conditioned upon the completion 
of a treaty with the United States, by the terms of which the United 
States should undertake the collection of the customs revenues of the 
Dominican Republic and the application thereof, so far as necessary, to 
the service of the new bonds, the remainder being paid over to the 
republic. 

(2) An agreement with the Morton Trust Company of New York 
City to act (a) as depositary to receive the purchase price of the new 
bonds when paid and to encourage and promote the adjustment of the 
outstanding indebtedness and claims in accordance with the terms 
offered by the republic; and (6) as fiscal agent of the loan, to receive 
from out the customs revenues collected by the United States the sum 
of $100,000 monthly to be applied to the payment of interest upon and 
to the provision of a sinking fund for the new bonds. 

(3) An offer of settlement to the holders of recognized debts and 
claims, enumerated therein, to adjust these in cash at rates rang- 
ing, respectively, from 90 to 10 per cent of the nominal values. 
Assenting holders were required, in order to obtain the benefit of this 
offer, to signify their acceptance in writing and to deliver their obliga- 
tions, duly assigned, to the depositary. The nominal aggregate of the 
recognized debts and claims included in the offer of settlement, exclu- 
sive of accrued interest, was $31,833,510, for which the republic pro- 
posed to pay in adjustment $5,526,240, together with certain inter- 
est allowances correspondingly reduced. 

On January 5, 1907, the holders of debts and claims had assented to the 
terms of the offer of settlement in sufficient amount to assure the suc- 
cess of the readjustment, as in so far independent. A new convention 
between the United States and the Dominican Republic was accordingly 
prepared, and on February 8, 1907, this received the signature of the 
respective plenipotentiaries at Santo Domingo City. On February 
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12 a telegraph copy of the convention was transmitted by President 
Roosevelt to the United States senate for the advice and consent of that 
body to its ratification, and on February 19 this copy was replaced by 
the signed original. Six days later, on February 25, the senate ratified 
the treaty with but one verbal and unimportant change. The conven- 
tion now only awaits the approval of the Dominican congress to 
become effective. 

The full text of the new convention is printed in the Supplement. 
It recites in preamble form that disturbed political conditions in the 
Dominican Republic have created debts and claims, many of doubt- 
ful validity, amounting in all to over $32,000,000 ; that the same con- 
ditions have allowed this debt to go into default and that the pressure 
thereof is a burden to the republic and a barrier to its improvement and 
prosperity; that the foreign creditors have agreed to accept about $12,- 
407,000 for debts and claims amounting to about $21, 104,000 of nominal 
value, and the holders of internal debts or claims of about $2,028,258 
nominal value have agreed to accept about $645,827 therefor, and the 
remaining holders of internal debts or claims on the same basis as the 
assents already given will receive about $2,400,000 therefor, which sum 
the Dominican government has fixed and determined as the amount 
which it will pay to such remaining internal debt holders; making the 
total payments under such adjustment and settlement, including inter- 
est as adjusted and claims not yet liquidated, amount to not more than 
about $17,000,000. 

The convention continues, that a part of such plan of settlement is 
the issue and sale of bonds of the Dominican Republic to the amount of 
$20,000,000, bearing 5 per cent interest payable in fifty years, and pay- 
able after ten years at 102| and requiring payment of at least 1 per 
cent per annum for amortization. The proceeds of such sale, together 
with sums heretofore set aside, are to be applied to the payment of the 
adjusted indebtedness, and to the extinction of burdensome conces- 
sions, and thereafter to the construction of works of internal improve- 
ment; moreover, that 

the whole of said plan is conditioned and dependent upon the assistance 
of the United States in the collection of customs revenues of the Domin- 
ican Republic and the application thereof so far as necessary to the 
interest upon and the amortization and redemption of said bonds, and 
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the Dominican Republic has requested the United States to give and 
the United States is willing to give such assistance. 

The two governments therefore agree that the president of the United 
States shall appoint a general receiver of Dominican customs, who with 
the necessary assistants, likewise appointed, shall collect all the custom 
duties of the republic until the payment or redemption of the bonds so 
issued. From the sums so collected, the general receiver, after dis- 
charging the expenses of the receivership, shall pay over to the fiscal 
agent of the loan on the first day of each calendar month, the sum 
of $100,000 to be applied to the payment of the interest and the amorti- 
zation of all the bonds issued. The remainder of the sums collected by 
the general receiver are to be paid monthly to the Dominican govern- 
ment. 

The Dominican government may apply any further sums to the 
amortization of the bonds, over and above the 1 per cent sinking 
fund provision stipulated; but in any event, should the customs reve- 
nues collected by the general receiver in any year exceed the sum of 
$3,000,000, one-half of the surplus above such sum of $3,000,000 must 
be applied to the sinking fund for the further redemption of bonds. 

The Dominican government agrees to provide by law for the pay- 
ment of all customs dues to the general receiver and his assistants, and 
to give them all useful aid and assistance and full protection to the 
extent of its powers. The government of the United States in turn 
undertakes to give to the general receiver and his assistants such 
protection as it may find to be requisite for the performance of then- 
duties. 

Provision is also made that until the Dominican Republic has paid 
the whole amount of the bonds so created there shall be no increase of 
its public debt except by previous agreement between the Dominican 
government and the United States, and that the like agreement shall 
be necessary for any modification of the Dominican import duties, pro- 
vided that an indispensable condition for the modification of such 
duties shall be 

that the Dominican executive demonstrate and that the president of 
the United States recognize that, on the basis of exportations and 
importations to the like amount and the like character during the two 
years preceding that in which it is desired to make such modification, 
the total net customs receipts would at such altered rates of duties have 
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been for each of such years in excess of the sum of $2,000,000 United 
States gold. 

The accounts of the general receiver must be rendered monthly to the 
contaduria general of the Dominican Republic and to the state depart- 
ment for examination and approval by the appropriate officials of the 
two governments. 

The distinctive feature of the new convention as compared with the 
original agreement is thus, that the United States does not undertake 
to adjust or determine the Dominican debt, but merely to administer 
the customs of the republic for the service of a new loan, the proceeds 
of which are to be devoted to the discharge of all recognized debts and 
claims, reduced to a basis acceptable both to the republic and the cred- 
itors. Even this responsibility is limited to a period of fifty years and 
may, with the prior amortization of the loan, be terminated at an 
earlier date. During this period the Dominican Republic is not to 
increase its public debt nor to modify its import duties save in agree- 
ment with the United States. 

To the Dominican Republic this extension of the United States' 
good offices means that debts and claims aggregating some $32,000,000 
will be discharged for about $17,000,000, that the republic's credit is 
at once established on a very high plane, that onerous concessions 
and monopolies are to be redeemed and important works of internal 
improvement undertaken, that civil quiet and adequate revenues for 
the maintenance of government are assured, and that imminent danger 
of foreign intervention is removed — and all this without loss of terri- 
torial integrity nor infringement of independent sovereignty. 

From whatever point of view regarded, the new convention is a wise, 
sane and workable solution that pledges the United States to nothing 
beyond the specific and immediate problem at hand. Once put into 
operation we shall speedily see a West Indian people who have never 
had a fair chance, developing into a decent, prosperous peasantry. 
A country that has been alternately torn in civil anarchy and over- 
ridden by blood-stained dictatorships, will settle into tranquil and 
orderly administration, where representative institutions will prevail, 
at least to the extent possible in Latin-American countries. Public 
credit will be reestablished, and debts will be discharged to the amount 
not of their nominal value, but of their equitable worth. Finally, 
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a serious menace to international peace will be removed, and the tra- 
ditional policy of the United States will be sanctioned and confirmed. 
If, on the other hand, we had refused to do that which we were 
besought to do, and had continued to pursue a course of opportunism 
and drift, we should have consigned the government of San Domingo 
to political and civil chaos; we should have permitted her people to 
relapse, slowly but surely, into social and moral barbarism, and we 
should have allowed the land itself to become an international derelict. 

Jacob H. Hollander. 



